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G&B AUTOMATED EQUIPMENT LIMITED 


REPORT OF THE DIRECTORS 
To the Shareholders: 


We are pleased to report sales of the Company’s products of $1,850,726 in 1972. This is a record high for the 
Company and is 126% over 1971 sales. A break-down by product line shows $970,000 for steel conditioning systems, 
$667,000 for abrasive machinery and the balance of $213,000 from the turnkey and technical consulting division. 


Our sales and overall financial position for 1972 show a great improvement over 1971, however, management feels 
the year-end results may not fully convey the progress made by your Company in 1972 or its true potential. To put 
these results in perspective, one must take the following factors into account. 


By the end of 1971, the Company had completed a major research and development programme at a cost of over 
$900,000 to develop its new line of automated steel conditioning equipment. The steel industry was extremely interested 
in this equipment but it naturally looked for a record of performance under normal operating conditions. To encourage 
early sales acceptance, realistic pricing of the equipment was required. This was so successful that 8 of the new grinders 
and material handling systems were sold and installed in 1972. This enabled the Company to establish the presence of 
the equipment in the steel industry, however, it did not provide profit margins which were satisfactory to management. 
This is being remedied by the realization of further sales of this equipment at suitable prices. 


A further factor to be noted is that, in keeping with the Company’s policy regarding research and development 
costs, in 1972 your Company charged an amount of $44,226 to operating expenses, being costs incurred for engineer- 
ing and equipment modifications to the grinders. 


In 1972, the Company’s expanded operations were facilitated by financing arranged through the Company’s 
bankers. To ensure that this year’s anticipated expansion in sales will be realized, negotiations were carried out witha 
federal government agency which has offered the Company insurance for additional borrowings which should be 
sufficient for its needs. 


To December 31, 1971,a total of $261 ,050had been received under the federal government’s PAIT I programme to 
assist in the development of the steel conditioning equipment. The agreement with the Government required this 
amount plus accrued interest to be repayable upon successful completion and sale of the equipment. By March 31, 
1973, the amount owed including interest was $318,564.03. We are pleased to report that an agreement has been 
completed with the Government whereby repayment of this amount is deferred for 5 years and thereafter is repayable 
in 5 annual installments. Interest is payable annually on the total outstanding as at March 31, 1973. 


The first 5 months of 1973 has seen a continuing demand for our products by the steel and abrasive industries. 
This demand is concentrated mainly in North America and Europe. Orders on hand to the end of this period totalled 
$1,943,524, which is a record for this period in any year of your Company’s history. This includes 7 steel conditioning 
grinders and material handling systems having a sales value of $849,052, $700,500 for abrasives equipment and the 
balance in turnkey and technical consulting projects. 


We are also pleased to announce that the Company and Birdsboro Corporation have entered into an agreement 
which will substantially enhance our markets for the sale of our steel conditioning equipment in North America, and 
in this connection, a new U.S. subsidiary company, G & B—Birdsboro Corporation, has been formed. Birdsboro 
Corporation is a major supplier of equipment to the steel industry. 


During the year, the Company’s efforts to expand the European division gathered impetus. Your managing 
Director headed this drive and we are pleased to report on the excellent sales response. The Company is in an 
excellent position to benefit from the major capital expenditure programmes which industry has initiated in North 
America and Europe since it has no major research and development undertaking on hand and can capitalize on the 
established product line. A project of major proportions is now being undertaken in western Europe to design, super- 
vise and consult on the completion of a large plant installation. This project and contracts related thereto have a value 
of over $500,000 to the Company. A further turnkey project in Europe is also being pursued with excellent prospects of 
success. To date, sales orders from Europe for abrasive equipment amount to $433,000 compared to total sales of 
$305,000 for 1972. The acceleration in the demand in European markets is evident from these figures. 


The size of the projects presently undertaken and the potential for European sales expansion under the direction 
of your Managing Director necessitated senior management appointments. Accordingly, the Board of Directors 
appointed Mr. Budai as Managing Director and Chief Executive Officer, located in Europe directly in charge of 
European operations and Mr. Davies joined the company as President and Chief Operating Officer based in 
Toronto. 


We wish to thank the Company’s loyal and devoted staff for the tremendous contribution they have made in 
all areas. We know the Company can count on their continued support. We are confident that our staff’s engineering, 
manufacturing and marketing skills will ensure that the Company’s full potential will be attained. 


R. E. Budai Philip H. Davies 
Managing Director President 
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ASSETS 
1972 
$ 
CURRENT ASSETS 
Gashtandtshort=term: depositsan eee eee ere rece iee eer ieee rine 56,934 
Accounts receivable (note 1)— 
fb sls (erent gear tere TIRE ILO acter n ao RG mao o Goi Cig oto ot.a an 6 366,741 
GOVETNMENET S -5 srece aca ere oe cc Caste cle eee LOE TCI ECE omer nersrcnen 66,847 
NOT UA WX NS Ola) WENO Toyo SWera! COMAGIS (HOWE). 5 5 on coo onc oDoHOOD HOO 174,957 
Inventories—at the lower of cost or net realizable value (notes 1 and 2)...... PSH SANE 
Prepaid expenses =. che. me neh da ete onto aie eRe epee eee A eee 15,994 
938,999 
FrxED AssETs—at cost, less accumulated depreciation and aa 
amortization (MOtE3)\ sn ce sere: ino tee COR Oe On CEE eee eet 194,224 
OTHER ASSETS 
Ratents—aticostalesstamontizationn meen cee eee ce ee ee 135532 


Signed on behalf of the Board 
P. H. Davies, Director 

? 1,146,7 
F. D. O’Connor, Director eat 


BALANCE SHEET AS 


1974 


194,253 


305,589 
75,435 
289,922 
16,040 


881,239 


202,879 


1,084,118 


AUDITORS’ REPORT | 


We have examined the balance sheet of G & B Aut 
statements of earnings, deficit and source and use of w 
cluded a general review of the accounting procedures 
evidence as we considered necessary in the circumstance 


In our opinion these financial statements present fa 
1972 and the results of its operations and the source an 
dance with generally accepted accounting principles w 
method of accounting for production contracts as descril 
a basis consistent with that of the preceding year. 


Toronto, Canada, May 9, 1973 
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DECEMBER 31, 1972 


LIABILITIES 
1972 197] 
$ $ 
CURRENT LIABILITIES 
Bava GGhAiNeSs— SOURS (MONS Il). cao oanagodguasunsognouosbsvananoaucsuse 109,457 — 
/NECOUINES TENS Biol ExeGaueal IieloIWES, 6 5566cc000s0ecc0nnusednoanevvunoe 364,554 254,778 
ANGNBINES PENITMEMES OMY COMPS. . 500500 0000c00n0Gbon00noUN GOD OHLODUODOL 35,500 118,380 
Government of Canada—PEMD assistance program (note 4).............. 34,479 — 
CHIARA (NOMIC OE Norneetieiinn Gls 5 5 sca bo sanders osanudasanonssononueust 15,015 38,368 
559,005 411,526 
LONG-TERM LIABILITIES 
Government of Canada—PAIT assistance program (note 5)................ 397,896 398,591 
LE SSSia GULTENItND OLU OM eee mers tek ptecieut. settee ecient Ree are ee 15,015 38,368 
382,881 360,223 
57, Sorell COMETS CELSMIUIRES (MOIS Ws. s conoacccccoscoudcoscnudonavoKe 300,000 300,000 
682,881 660,223 
1,241,886 1,071,749 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (note 8) 
Authorized— 
1,000,000 common shares without par value 
Issued and fully paid— 
564-100 common: shares (1971-563, 100'shares) a,c .acuises ste as ate eles 1,115,675 1,114,095 
| BYE) CEN ics ht ascest area ee oe CEN E oeeOTER UeCRE: SCG omen Cau RCR OR Tneees acres Sac tneccee 1,210,806 1,101,726 
(95,131) 12,369 
1,146,755 1,084,118 


THE SHAREHOLDERS 


ed Equipment Limited as at December 31, 1972 and the 
ig capital for the year then ended. Our examination in- 
such tests of accounting records and other supporting 


1e financial position of the company as at December 31, 
of its working capital for the year then ended, in accor- 
except for the change to the percentage-of-completion 
1 note 2 to the financial statements, have been applied on 


Coopers & LYBRAND 
Chartered Accountants 


Canep 


G&B AUTOMATED EQUIPMENT LIMITED 


STATEMENT OF DEFICIT 
For the Year Ended December 31, 1972 


Brricrr—BeGinninG OF VHARS oo cb be oe ee eee eee ees 


Adjustment resulting from change in accounting for 
PLOdUELION CORITACES (NIOIE. 2) nc sc view = einere ee ee ee eee eee 


Loss for the yeatss< 64 Ss cctes sb sce one ae ee ee ee eee 


Dericrr— BND) OP YEARS sos Saher Cee ee ee 


STATEMENT OF EARNINGS 
For the Year Ended December 31, 1972 


1972 


$ 
1,101,726 


(22,582) 


1,079,144 
131,662 


1,210,806 


1972 
$ 


ee DA oc Senet RO ee 11,850,726 


(OST: GE OATES 5. trams aie tate carretera 


(GROSS PROFIT wus aoyaa crete & Sains Gls ec Fe ee ee ee eee 


EXPENSES 
CLG 5.2 ne icine, odie Dales See oe ee OER ee Cen ee eee 


Admainistrativess os.acinilas Ge Bak ee ee Ee 


1085 ‘Berore OTHER EXPENSES. o.oocouce Aree eee ee ee ee EE ee eee ee 


OTHER EXPENSES 
Research and development «see sad bo ee ee Ce ee 


Less: Government research grants—net 


Loss on return of machine sold in 1969 


Interest—net 


Loss FOR THE YEAR 


Loss PER SHARE 


1,574,922 


275,804 


144,549 
191,009 


335,558 


59,754 


44,226 
12,208 


32,018 


47,643 
(7,753) 


71,908 


662 
V els 


344,431 
is Fan b 


1,101,726 


1971 


S 
C~ 319,549 
804,054 


15,495 


158,601 
191,870 


350,471 


334,976 


395,490 
146,865 


248,625 
114,192 
59,502 


422,319 


4 TSI2Z95 
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G&B AUTOMATED EQUIPMENT LIMITED 


STATEMENT OF SOURCE AND USE OF WORKING CAPITAL 
For the year ended December 31, 1972 


1972 
$ 
SOURCE OF WORKING CAPITAL 
|Prorerserelsy (eri) SHIIS Grice ainalnaOlabGiebTsMs op Aan FoR dane bas Ubu cos anon a on adowee 1,580 
Use OF WORKING CAPITAL 
IEOSSEr OLLI CaVeA le ye Geer ee ee mstneer ee tiie eter et ena nea eer 131,662 
Less: Items not affecting working capital— 
| Dreferatoeleleyal inva! ainnenurAya(OMNA Ws GohoouAoosapeeopoAnsobnogeoonauh sc Sd EN 
luAVdSeESS? OV). (GronyeimalnnGiate Gre (Came) Orin. «sap encans eae ncnseouan ac 27,673 
Non-current portion of loss on return of machine sold in 1969......... — 
80,610 
FHT RWS GEEIaleGl Ol Oey Mandaba acnas uecebeoobeGone os oHeRauGs OOF SleOsz. 
/ANGKGTHBKORAYS (Wen ITEC WEICRS NIE Ev ee Slee yc Soap eae BA OD DD Orne aa Oe bneen Ga OBL 43,437 
Reduction in long-term portion of Government of Canada loan............ 5,015 
CSOSIS OLS ALCIUS  eortss Voor cette sper skal ree ee OR eye rep caterer int RAL ote van Sites renee ex 14,377 
113,881 
IDECRBASESINAV ORIN GA(SARITA Ii tare ashe etna ieres ret eee ee ntses oisyers epee reteset 112,301 
SEC) any 1b AS NITE OL DOWN, 55 an om db oasndoneonuvandduaebnetadanc 469,713 
Adjustment resulting from change in accounting for 
PLOMTICLHIOMICONtTACtS: (MOLE ima sees ara tre eo ie oie ove te toe eaters 22,582 
492,295 


Wein (G: CND HO Nb ESB Me) SAINIEES Gain oes Guo oomEU aon ie be aoae na dasnoOsoT 379,994 


1971 


TENS) 


14,432 
52,041 
113,915 


180,388 


576,907 


18,729 
38,368 


634,004 


634,004 


1,103,717 


1,103,717 


469,713 


G&B AUTOMATED EQUIPMENT LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1972 


1. BANK ADVANCES 
Accounts receivable and inventories have been pledged as security for the bank advances. 


2. CHANGE IN METHOD OF ACCOUNTING FOR CONTRACTS 


In 1972 the company changed its basis of accounting for income on production contracts from the completed- 
contract method to the percentage-of-completion method. Under the former method sales, cost ofsales and gross 
profits were recorded only when the contract was completed. Under the present method sales, cost of sales and 
gross profits are recorded as the contract progresses to completion. Full provision continues to be made for 
losses, if any,as they become evident. 


As a result of this change the deficit as at January 1, 1972 and the loss for the current year have been reduced by 
$22,582 and $17,232 respectively. 1971 results have not been restated on the new basis because adequate informa- 
tion is not available. 


3. FrxepD ASSETS 


The fixed assets and related accumulated depreciation and amortization are classified as follows: 


1972 1971 
Accumulated 
depreciation 
and 
Cost amortization Net Net 
$ $ $ $ 
Bilevenmed catesmeqmipimnenitn (OCs) petal teeny rene SLO 26,202 104,810 131,012 
Plaintemachineryecdin dee choi Ci team tan ee 87,013 54,276 Bay 28,653 
[LCES Ollel innaeRONeNNEMIS . 4g so55 poco wencuvcoescouceses 34,514 9,204 25) 3K0) 27,611 
Oficeumituncrandve qUIp INC HURT en Eien reer rare 31,298 172238 14,065 9,636 
ANUCOMMOUNES CWO NON 5c ccccundowonvopoopeneaneoo ae 31,724 18,596 13,128 5 .X07/ 
ils 3)cc Ge chic ats Hat ea eva eee eee 10,436 6,262 4,174 — 


3295997), (SES 194,224 202,879 


4. PEMD LOAN FROM THE GOVERNMENT OF CANADA 


The company has claimed $48,185 and received $34,479 to December 31, 1972 from the federal government 
under the Programme for Export Market Development (PEMD) to assist in the promotion of turnkey projects in 
Spain and Hungary. The amount received has been reflected as a liability of the company at December 31, 1972. 
Under the terms of the program, these funds are repayable if the company obtains a contract for the provision 
of goods or services under the program. The company has obtained a contract for completion of a turnkey pro- 
ject in Spain and expects to negotiate a contract for a turnkey project in Hungary. 


5. PAIT LoANs FROM THE GOVERNMENT OF CANADA 


The company has received assistance from the federal government under the Program for the Advancement of 
Industrial Technology (PAIT) to assist in the development of the four-station finishing machine and the billet 


sapere: loans, together with accrued interest, amounted to $82,152 and $315,744 respectively at December 


A repayment agreement has been signed with respect to the four-station finishing machine which requires the 
repayment of principal and interest at 6-13/16% based on the proceeds of sales to commercial customers. 


Subsequent to December 31, 1972, a repayment agreement was negotiated with respect to the billet grinder which 
will require the repayment of principal and accrued interest to March 31, 1973 at 6-7/16%, in five equal annual 


instalments commencing April 1, 1978. Interest on the total liability at March 31, 1973 will be paid semi-annually 
on a current basis. 


G&B AUTOMATED EQUIPMENT LIMITED 


NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 1972 


CONTINGENT LIABILITY 


The company has claimed $225,000 and received $183,066 to December 31, 1972 from the federal government 
under the revised PAIT program in the form of a direct grant to assist further in the development of the billet 
grinder. Under the terms of the agreement the company may be required, at the discretion of the Minister, to 
repay up to one half of the proceeds derived from any future sale of the billet grinder test equipment which was 
developed under the program. 


5% SERIAL CONVERTIBLE DEBENTURES 


The 5% serial convertible debentures are due in amounts of $100,000 in each of the years 1974, 1977 and 1980. 
The debentures are convertible into 27,273 common shares which number may be increased in accordance with 
antidilution provisions of the trust indenture. 


CAPITAL STOCK 
(a) At December 31, 1972 the following shares of the company were reserved for issue: 


1972 1971 
59, Sorall COMEIMUAS GEOEMUIRES (MOU Wag sovscccocceocnscdmocvoomsuanece DY PS PE PTE 
SCOCKZOPEOMS ede yee ee ee MRC RSTn Te erences Area ee er eee ee ee Nee 70,000 24,900 
Shares walkratits sare yaar anv ny cierto ie earpetewoe oheie Pa eN A cn ee ce TR eer NeTe eater 36,000 36,000 


13385273 88,173 


(b) Stock options have been granted on 71,000 common shares to certain directors, officers and employees of 
the company for varying periods terminating in 1977 at prices ranging from $1.58 to $7.88 per share. 


During the year, 1,000 shares were issued under the stock option plan for a total consideration of $1,580. 
Options to purchase 500 shares were cancelled during the year on termination of the employment of one 
option holder. 


Options are still outstanding on 69,500 common shares. 


(c) There are warrants outstanding which entitle the holders to purchase 36,000 common shares of the company 
at a price of $12 per share. There is provision for adjusting the number of shares which may be purchased if 
common shares are issued to other than warrant or debenture holders at a price of less than $12 per share. 
These warrants may be exercised at any time to December 31, 1975. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


The aggregate direct remuneration paid to directors and senior officers as defined by the Business Corporations 
Act, 1970 was $193,668 in 1972 and $165,225 in 1971. 


LEASE COMMITMENTS 
The company carries on its operations in leased premises and has entered into various leases which involve a 
minimum annual rental of $38,900 to December 31, 1983. 
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